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President’s Letter
an update of AICPA activities for state society leaders

1988-4
Dear Leaders

This letter is part of an ongoing series designed to keep you informed of important
developments at the AICPA.
Your comments and suggestions about Institute activities are
most welcome.
FTC CONSENT DECREE

On August 30, 1988, the AICPA signed a proposed consent decree with the FTC staff
on the commission and contingent fee issue.
Although we have urged prompt action, the
agreement has not yet been put on the full Commission's agenda.
When it is put on the
calendar, a 60-day public exposure will begin, after which the FTC will determine whether
or not to approve the agreement.
We will notify the state societies as soon as there are
any developments.
Meanwhile, discussions are proceeding on the issue of the corporate
form of practice and ownership of CPA firms.
ANNUAL MEETING

Those members who attended the annual meeting benefited from an excellent program.
Unfortunately, only about 600 members attended.
Clearly, we need to find ways to involve
more members—perhaps through a change in format.

The Board has considered a number of alternatives to the annual meeting format and
believes that the most promising approach is to convert the meeting to an issues forum
at which a number of current, controversial matters would be discussed. Members of Council,
committee chairmen and state society leaders would be encouraged to participate. The forum
would be open to all members who wished to participate and share their views with the
Institute's leadership. Plans are being laid to convert the 1990 meeting into this format.

WASHINGTON DEVELOPMENTS
Following is a summary of developments in Washington over the past year:
The Dingell Committee continued its oversight of the accounting profession with
particular emphasis on the SEC.
The Treadway Commission recommendations and the Auditing
Standards Board's recently issued SASs received favorable comment from Congressman Dingell.
Dingell asked his staff to draft legislation that embraces those Treadway proposals requiring
legislation for implementation.
A draft has been prepared for possible introduction next
year which provides for:

o mandatory audit committees composed entirely of independent directors for publicly held
companies;
o the inclusion in annual reports of a management report on internal controls, a statement
by the independent auditor evaluating management's report on internal control, and a
statement signed by the chairman of the audit committee on the committee's activities;
o direct reporting to the SEC on termination of an audit engagement.
[This recognizes
the existing SAS requirement for auditors to consider withdrawal from an engagement if
management and the board fail to appropriately deal with irregularities or illegal acts.]

Meanwhile, the SEC has made three proposals that could have a
publicly held companies:

significant impact on

o acceleration of the timing for filing Form 8-K relating to changes in auditors from 15
to 5 days for registrants and from 30 to 10 days for their former auditors;
o mandatory peer review for independent accountants that audit publicly held companies.
[The Commission has significant reservations about its authority to require this provision
by rule, which could lead to legislation.
We are therefore considering a membership
ballot to require mandatory membership in the SECPS for firms that audit public
companies.];
o management reports, including comments on internal control.
[The AICPA advocates waiting
until further guidance on internal control can be developed as recommended by the Treadway
Commission.]

Efforts to enact RICO reform were unsuccessful in the recently adjourned Congress.
Our business-labor coalition is still committed to this effort and has already begun planning
its initiatives for 1989.

The "Technical Corrections Act of 1988" passed both Houses of Congress and
signed by the President.
Two key provisions supported by the profession are the
Bill of Rights" and modification of the limitation on recognition of built-in
"C" corporations converting to "S" status.
[The CPE Division has developed a new
seminar that is available to state societies.]
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PLAN TO RESTRUCTURE
About 85 percent of the AICPA's 46,000 practice units have enrolled in the quality
review practice monitoring program or the Division for CPA Firms. A listing of those firms
that have and have not enrolled in the program was mailed recently to the state societies
so that a campaign to recruit the non-enrolled firms could be launched.

A second quality review implementation training program was held for state
executive directors in October.
The QR program was also reviewed by state
presidents-elect at the National Planning Conference.
Future training for state
leadership and staff is planned for this winter.
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The proposed standards and procedures for the quality review program have been mailed
to all AICPA practice units and state societies for comment.
The comment period will end
on December 30, 1988.

A joint AICPA/NASBA committee is working toward having our practice monitoring (quality
and peer review) programs accepted by the state boards for the purpose of satisfying their
positive enforcement requirements.
TECHNICAL/CPE ACTIVITIES
Revised Statements on Responsibilities in Tax Practice have been approved by the Federal
Taxation Executive Committee.
The standards set forth a body of advisory opinions on the
appropriate standards for tax practice.
These standards were recently mailed to all AICPA
practice units and the state societies.

The Accountants' Legal Liability Task Force recently distributed a completely revised
and reorganized AICPA Tort Reform Handbook to the state societies.
The handbook, and a
recently developed supplement, are designed to assist state societies in their tort reform
initiatives.

NASBA's proposed National CPE Registry is a sensitive issue with many state societies.
At its December meeting at the request of the CPE Executive Committee, the Board of Directors
called for a revision of the document and extension of its exposure period. We will keep
you informed of developments on this issue.
The Board of Examiners recently proposed changes to the Uniform CPA Examination that
would include;
o expanding the use of objective formats in addition to the multiple choice
earlier than the November 1990 exam);
o allowing hand-held calculators for parts of the exam (as of the May 1992 exam);
o consolidating the exam into two days (as of the May 1992 exam).
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Sixty colleges and universities have signed licensing agreements with the AICPA to
use the Accountants Trial Balance (ATB) and Audit Program Generator (APG) in their accounting
classes.
These programs can be reproduced by these institutions for educational purposes
only.

Over 175 candidates sat for the Accredited Personal Financial Specialist
Examination in September.
A listing of those who received the accreditation and
exam dates will be mailed to the state societies in January.
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A new cooperative CPE marketing arrangement exposure draft was recently mailed to
the state societies for comment.
The arrangement applies to the AICPA and state societies’
joint marketing efforts.
COMMUNICATIONS

A major public relations campaign is planned to educate the general public about the
nine "expectation gap" SASs.
It will include a special issue of the CPA VIDEO JOURNAL,
an updated Financial Writers Seminar package, and media seminars in Washington, DC (February
2), New York (February 7), and Chicago (February 14).
This effort will be coordinated
with the state societies to accomplish the greatest penetration.

A 20-minute slide presentation on personal financial planning was recently put together,
and scripts were mailed to the state societies.
Entitled "Financial Planning in a Complex
World," the presentation is designed to give an overview of the CPA’s role in personal
financial planning.
The Year-End Tax Season materials were mailed recently to the state societies. Included
are a 20-minute speech, an informational brochure, scripts for radio public service
announcements, a script for a slide presentation, and a radio and television interview
guide.
The Financial Management Seminar for Nonprofit Organizations is being revised.
New
binders of materials will be mailed to state societies in February.
The seminar is for
state societies to present to staff and volunteers of nonprofits, to provide them with
basic knowledge of accounting, budgets, internal controls and other areas.
The 1989 Public Relations Conference is tentatively scheduled for July 10-12 at the
Sheraton Grand in San Diego. A regional Communications Division meeting was held on December
13 in Washington, D.C., and another will be held on January 12 in Denver.

MEMBER PROGRAMS

The AICPA committee appointment process for service beginning in September 1989 is
just getting underway.
State societies are encouraged to recommend qualified individuals.
Applications must be submitted by February 15, 1989.
The AICPA Strategic Plan (first edition) was published recently.
The Institute plans
to hold a strategic planning workshop in the spring or summer of 1989 for state society
leaders.
State societies interested in receiving copies of the report should contact Frank
Katusak, AICPA director of Planning and Research.

The Institute's membership campaign targeted to specific states continues.
Mailings
were most recently conducted in Connecticut, Pennsylvania and Maryland, and additional
programs are scheduled shortly for Florida, Illinois, Michigan, New Jersey and Wisconsin.
The campaigns conducted in five states to date have produced approximately 2,300 new
Institute members.
The AICPA/State Society Member Roundtable program was expanded this year from 6 to
9 states/jurisdictions. AICPA executive staff and state society members discussed a variety
of issues affecting the profession.
Roundtables were held this past fall in Delaware,
the District of Columbia, Illinois, Louisiana, Mississippi, North Carolina, Pennsylvania
(Philadelphia and Pittsburgh), South Carolina, and Wisconsin.
The MAS Division has established a database which profiles more than 2,000 members'
areas of professional interest.
Division members will be able to use this database for
professional referrals and consultations.
A new profit-sharing option has been added to the AICPA Member Retirement Program.
Members interested in more information should contact MONY at 1-800-MONY-800.

PERSONNEL
Interviews
are
underway with potential
candidates
for
the position
of
Vice
President-Education. Meanwhile, I am pleased to announce that Beatrice Sanders was recently
promoted to director of the Relations with Educators Division.
Also, Peggy Fagan, CPA,
an auditing practice
fellow at the AICPA the past two years,
has accepted new
responsibilities as director of CPE Program Development/Group-Study.

Happy holidays,

Philip B. Chenok
President

